While the Dow Jones Industrial Average and other indicators provide timely information about the health of the business sector in the U.S., there is currently no comparable measure of how the country's nonprofit sector is faring. The most comprehensive information on nonprofit organizations comes from the Form 990 returns that nonprofits file annually with the IRS. In recent years, increased electronic filing of 990 forms and the IRS's efforts to make 990 data more accessible to the public have speeded up the availability of 990 data for analysis. However, there is still a lag of months -or even years -before comprehensive, high-quality data is available to the public. More timely information about the health of nonprofits is available from occasional, one-shot surveys. However, these surveys are often expensive to undertake; are typically of limited value because of unrepresentative responses and narrow focus; and may have only short shelf-lives because the condition of nonprofits can change quickly after surveys are conducted.
-What are the most appropriate financial and non-financial indicators of a healthy nonprofit sector? How relevant is our understanding of financial indicators of the health of individual nonprofits to our understanding of financial indicators of the health of the overall nonprofit sector? Non-financial indicators might take into account the level of a variety of risks to the nonprofit sector, including political risks (e. g. efforts to constrain nonprofit activity), identity risks (e. g. drift away from nonprofit missions), and others. -What additional questions need to be addressed before a nonprofit sector health index can be developed?
-Who are the experts who should be engaged in developing an index of nonprofit sector health?
Following a review of researcher applications, a small group of scholars was selected to receive modest stipends to complete short, concept papers on the subject of a nonprofit health index. The researchers then developed papers that were first presented at the Independent Sector annual conference in October 2017 and again at the ARNOVA annual conference in November 2017. Following these conference presentations, the researchers revised their papers and submitted them to Nonprofit Policy Forum for review for publication. This special issue of NPF contains these briefs. In many ways the four papers in this volume are an initial brainstorming effort to "stir the pot" on the issue of a nonprofit health index. Reflecting the fact that this is an early stage undertaking, the papers in this collection address very different issues related to the development of a nonprofit health index. The paper by Sarah Pettijohn and Elizabeth Boris, "Testing Nonprofit State Culture: Its Impact on the Health of the Nonprofit Sector," explores how an important environmental factor, namely a state's culture for nonprofit activity, may affect the health of nonprofits. For example, in states with a complementary nonprofit culture, like Michigan, New York, and Pennsylvania, nonprofits work extensively in partnership with higher tax and spending state governments to provide services. The paper's findings affirm that environmental factors, like state nonprofit culture, matter to the health of nonprofits.
In "Nonprofit Social Capital as an Indicator of a Healthy, Nonprofit Sector," Patrick Bixler emphasizes that a healthy nonprofit sector contributes to society through the social capital that it helps to build. As Bixler points out, "social capital" has a variety of definitions but broadly refers to the web of relationships, or networks, that an individual or organization is part of. According to Bixler, a nonprofit sector high in social capital is better able to build relationships to leverage resources and better able to withstand external financial or political strains. If nonprofit social capital were measured on a regular basis, nonprofit leaders, policymakers, and philanthropists could more easily support efforts to increase nonprofit social capital. In particular, Bixler sees special value in aid for umbrella organizations that weave nonprofits together, thereby increasing the nonprofit sector's social capital.
Elizabeth Castillo's contribution, "Qualities before Quantities: A Framework to Guide Dynamic Assessment of the Nonprofit Sector," recommends a "capabilities approach" to designing a nonprofit health index. Castillo suggests a healthy nonprofit sector has the capacity to create sustainable value and wellbeing for individuals, organizations, and society. Castillo's index would assess nonprofit capabilities in terms of the stock of multiple forms of capital -social, intellectual, political, reputational, financial, and others. An index that reflects capabilities and multiple forms of capital would help philanthropists and policymakers support the development of capabilities to produce increasing returns.
In "Evaluating a Nonprofit Health Index as a Policy Tool," Roland Kushner draws on his experience in helping develop a National Arts Index to identify key considerations in establishing a Nonprofit Health Index. The National Arts Index adopts a balanced scorecard framework with measures of financial flows, capacity, arts participation, and competitiveness. Interestingly, Kushner found more attention to the arts index at the local rather than national level, with counties and cities using their index values to compare themselves to other jurisdictions. Drawing on the experience of the National Arts Index, Kushner suggests that a Nonprofit Health Index should be parsimonious, comprehensive of the field being studied, communicated clearly, and be supported by a measurement system that delivers clear answers.
While these four papers will certainly help to inform efforts to develop a nonprofit health index that are starting at Independent Sector and perhaps elsewhere, we are confident that the authors would agree that the papers in this volume just begin to scratch the surface on this important, complex topic. Recognizing the many challenges ahead, we invite others to join us in working to create meaningful, useful measures of the health of the nonprofit sector.
